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Increase Natural Gas Rates in Minnesota
ORDER SETTING INTERIM RATES

PROCEDURAL HISTORY

On September 7, 2004, Great Plains Natural Gas Company, a Division of MDU Resources Group,
Inc., (Great Plains or the Company) filed a general rate case seeking an annual rate increase of
$1,436,026, or approximately 4.0%. Thefiling included an interim rates proposal and asked that
interim rates become effective on or before November 7, 2004.

On September 9, 2004, the Commission issued a notice to potentially interested parties requesting
comments on whether the Commission should accept the filing as substantially complete and
whether it should be referred to the Office of Administrative Hearings for contested case
proceedings.

On September 17, 2004, the Minnesota Department of Commerce (the Department) filed
comments recommending that the Commission reject the filing asincomplete. The Department
stated that its review revealed serious deficienciesin at least three areas: (1) insufficient detail on
compliance with service extension policies and tariffs; (2) inaccurate depreciation calculations
resulting from the Company Blfailure to implement a 2002 depreciation Order; and (3)
discrepancies between the rate case filing date, the beginning of the projected test year, and the
proposed effedtive date for interim rates.

On September 28, 2004, the Company filed reply comments contesting the Department Sfindings
and recommendaions.

On October 8, 2004, Ag Processing Inc a cooperaive (Ag Processing) filed a petition to intervene
in the rate case.

On October 21, 2004, the case came before the Commission. At that time the Company and the
Department submitted a joint recommendation resolving all disputed issues and permitting the
case to go forward on a dlightly modified time line. The major terms of the joint recommendation
were asfollows:

@ The Company would file the additional information that had been identified as



missing by the Department, as well as information that had been identified as
missing in subsequent conversations with Commission staff.

(b) The Commission would accept the rate case filing as substantially complete as of
November 2, 2004 or the date on which al the information described above had
been filed, whichever was later.

(© Interim rates would be set at the levels proposed by the Company, with a $4,823
downward adjustment to correct a migmatch between cost and recovery amounts
associated with the Conservation Cost Recovery Charge.

(d) Interim rates would become effective on the later of January 1, 2005 or a later date
corresponding to the filing of the additional information.

(e The Commission would suspend the proposed final rates and refer the matter to the
Office of Adminidrative Hearings for contested case proceedings.

No one opposed the joint recommendation of the Company and the Department, and the
Commission accepted it in an Order dated November 1, 2004.) Under the terms of the Order,
interim rates were to be set at the level requested by the Company, adjusted downward by $4,823
to correct a mismach between cost and recovery amounts associated with the Conservaion Cost
Recovery Charge.

Interim rates were to take effect on the later of January 1, 2005 or alater date corresponding to the
filing of the additional information required under the Order. The Order delegaed to the
Executive Secretary the authority to determine the date on which al the additional information
required under the Order had been filed.

On November 19, 2004, the Executive Secretary issued a notice stating that November 12, 2004

was the date on which all additional information required under the November 1 Order had been
filed.

FINDINGS AND CONCLUSIONS

l. The Legal Standard

Under Minn. Stat. 8§ 216B.16, subd. 3, the Commission must order an interim rate schedule into
effect no later than 60 days from the filing of a general rate case, unless the Commission allows
the proposed rates to go into effect. In this case the Department of Commerce urged the
Commission to reject the rate case filing as incomplete, which would have eliminated any right to
the interim rates the filing sought. Instead of litigating the completeness issue before the
Commission, the parties reached an agreement, which the Commission accepted.

Under the terms of that agreement, interim rates are to go into effect on the later of January 1,

! Order Accepting Rate Case Filing as of Future Completion Date and Suspending Rates
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2005 or alater date [Gorresponding to the filing of additional information required by the
Commission. (The Commission reads the second of the two potential effective dates as a date 60
days or less from the date on which the filing was made substantially complete; that would be the
date [Gorresponding to [the filing date under the statutory scheme.

Under Minn. Stat. § 216B.16, subd. 3, interim rates are established in expedited proceedings
conducted ex parte. Except under exigent circumstances, the following principles control.

Interim rates are based on the proposed test year cost of capital, the proposed test year rate base
and proposed test year expenses. They are calculated using existing rate design and the rate of
return on common equity authorized in the company's last general rate case. Only rate base and
expense items similar in nature and kind to those allowed under the company's last general rate
case Order can be included in interim rate calculdions.

Interim rates are collected subject to true-up. If the company colleds more in interim raes than it
would have collected in final rates, it refunds the difference to ratepayers. If it collectsless, it can
recover the difference, but only for the time period between the final determination in the ratecase
and the date on which final rates go into effect.?

1. Commission Action

The Commission has examined the Company Blinterim rates filing and finds that with the two
revisions adopted in the joint recommendation [the correction to the amounts associated with the
Conservation Cost Recovery Charge and the realignment of the proposed effective date to coincide
more closely with the beginning of the test year [the proposed rates comply with the requirements
of Minn. Stat.

§216B.16, subd. 3.

With these adjustments, the Commission will approve the Company Blinterim rates proposal and
authorize the collection of interim rates for service rendered on and after January 10, 2005.

The Company will be required to prompitly file revised interim rate schedul es reflecting the two
corrections, to provide a Commission-approved notice of interim rates to customers, and to keep
the records necessary to implement any refund ordered at the conclusion of the case.

The Commission will so order.

ORDER

1. The interim rates proposal filed by Great Plains Natural Gas Company is hereby approved,
subject to a $4,823 reduction in the anounts to be recovered under the Conservation Cost
Recovery Charge and subject to an adjusted dfective date. The Company is authorized to
put this rate increase into effect for service rendered on and after January 10, 2005.

ZMinn. Stat. § 216B.16, subd. 3.



2. Within ten days of the date of this Order, the Company shall filerevised interim rate
schedules, interim rates tariff sheets, and supporting documentation reflecting the rate
impact of the changesto itsinterim rates proposal set forth in the preceding paragraph.

3. The Company shall promptly file for review by the Executive Secretary a proposed notice
to customers regarding the rate change under the interim rate schedule.

4. The Company shall include with each customer Blfirst bill under the interim rate schedule a
notice of the rate change, approved by the Executive Secretary. The Company shall make a
filing certifying its compliance with this requirement as soon as compliance is complete.

5. The Company shall keep such records of sales and collections under interim raes as will be
necessary to calculate a potential refund within 120 days of the Commission Slfinal Order
inthis case.

6. This Order sha | become eff ective immedi ately.

BY ORDER OF THE COMMISSION

Burl W. Haar
Executive Secretary

(SEAL)

This document can be made available in aternative formats (i.e., large print or audio tape) by
calling (651) 297-4596 (voice), or 1-800-627-3529 (MN relay service).



